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REQUEST FOR LEASE PROPOSALS
CHAPTER 1 - BACKGROUND
1.1 Introduction

The Montana Department of Natural Resources and Conservation (DNRC) is the land management
agency for Trust Lands in Montana. The purpose of this RFP is to solicit proposals to lease
approximately 7.3 acres of school trust land adjacent to Lower Stillwater Lake near Olney, Montana.

Since 1962, the proposed lease area had been utilized as a camp and there are numerous existing
improvements associated with the site that are currently owned by the former Lessee which will be sold to
the successful Proposer. The proposed lease area is an un-zoned area in Flathead County, which permits
a broad range of possible uses, however; the area’s “highest and best use” was determined by a recent
appraisal to be the development of a single family estate, commercial camp, resort or other related
recreational development. All proposals submitted should complement the existing surrounding uses of
the land.

1.2 Key Dates

Important dates including proposal deadlines are shown below. Formal addenda to this Request for
Proposals (RFP) will be issued to the proposers notifying of any change to these dates.

Activity Date
Release of Request for Proposal April 2, 2014
Deadline for Questions May 5, 2014
Distributions of RFP Amendments May 12,2014
Deadline to Submit Proposal June 2, 2014

1.3  Lease Proposal Format (see details in Chapter 4)

1. Transmittal Letter, Application fee

2. Summary of Proposal

3. Statement of Qualifications, Training, Experience, and Education
4. Financial Ability, Operating Income, Cash Flow Analysis

5. Site Plan, Construction, and Operation Plan

6. Compensation Paid to the State

7. Conflict of Interest Statement



1.4 Project Manager

Proposals must be delivered to the Project Manager listed below. For information concerning the Request
for Proposals (RFP) process, required format and the schedule of activities, please direct your questions to
the Project Manager:

Nicole Stickney, Special Uses Forester
DNRC, Stillwater Unit
PO Box 164
7425 Hwy 93 N
Olney, MT 59927
Phone: 406-881-2666
E-mail: nstickney@mt.gov

1.5 Tract Legal Description

The property is located within the S W4 Section 17 and the NEY2 NW'4 of Section 20, Township 32
North, Range 23 West, P.M.M., Flathead County, Montana, as generally depicted on Attachment A.
DNRC will survey the tract for the final lease configuration.

1.6 Designated Trust Beneficiary

The designated beneficiaries of the subject property are State Normal School and MSU Morrill Grant.
These beneficiaries receive revenue and interest produced by compensated use of this land.

1.7 Location and Physical Description of Property

The site is located on the northeast portion of Lower Stillwater Lake. The site is just west of Highway 93
and just south of Good Creek Road. Highway 93 is a two-lane highway and Good Creek Road is a paved
two-lane, county road. The site is approximately 400 feet in from the highway, with access by a single-
lane gated dirt road.

The proposed lease site is approximately 7.3 acres in size with a total lake frontage of 300 feet that is
situated around the area known as Pebble Point. The site is mostly level to gently sloping in the east
portion. There is a small draw adjacent to the North end of the property. Most of the site sits
approximately 20 to 30 feet above the shoreline. Nearly the entire site is wooded with small openings
existing primarily around the buildings and camp sites.

Buildings and site improvements relative to the lease site are owned by the Girl Scouts of Montana and
Wyoming and date from between 1960 and 1992. The property consists of a lodge and kitchen, staff
cabin (nurse’s quarters), four smaller cabins, shower house, two storage sheds, five outhouse/latrines, four
Adirondacks, septic system, well and pump house, water lines and power lines. See Attachment B -
Camp Site Plan for further details. In February 2014, an appraisal of the improvements was completed
by a Montana Certified Appraiser valuing the improvements at $49,000.00. The successful Proposer shall
be required to compensate the owner of the improvements for the appraised value of $49,000.00 before a
lease contract can be executed. A copy of the appraisal is available upon request by contacting the
Project Manager.
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1.8 Inspection

An on-site inspection of the property and associated improvements is highly recommended. Site visits
can be arranged by contacting the Project Manager.

1.9 Adjacent Lands

The subject property is surrounded by State Trust lands classified for forest management. Although the
primary use of these lands is forest management, some dispersed recreation also occurs. Private property
that is adjacent to Lower Stillwater Lake and Highway 93 and is within close proximity to the lease site is
primarily developed with seasonal cabins, several year-round homes, as well as a tavern and boat landing.
There is a larger parcel in private ownership between the seasonal residential development and State land
that has campground amenities and is used to host private gatherings/events.

A former wood products mill is located just north of the lake on State leased land. The mill is now
partially occupied by Glacier Gold for the manufacture of commercial compost.

1.10  Zoning, Subdivision Review, and Building Permits

Other than scenic corridor zoning which controls billboards along the highways, the site is in an un-zoned
area of the county. However, there are county and state sanitation regulations and commercial building
codes that apply to the improvements. The Lessee(s) selected for the site must obtain all required
developmental permits from the State and/or Flathead County.

Most of the site is in FEMA Zone X (outside of flood zone) of FEMA Panel 30029C0740G; revised
September 28, 2007.

CHAPTER 2 - LIMITATIONS

2.1 Lease Proposal Limitations

All Lease Proposals must comply with the following limitations and requirements:

a. Per MCA 99-1-903, the Land Board shall determine how the development of state trust land for
commercial purposes is to proceed before any state trust land is offered for lease. Per MCA 77-1-
904 (2) The Land Board may enter into contracts with lessees of state trust land for commercial
purposes upon terms and conditions that the board may reasonably determine to be in the best
interests of the beneficiary.

b. The Lessee selected for the site shall compensate the current owner of the improvements for the
appraised value of $49,000.00 before a lease contract can be executed.

c. The Lessee will be responsible for costs associated to the Montana Environmental Policy Act and
any potential environmental impacts that may need to be considered and analyzed for as it relates
to their proposed use of the property.

d. The use of the property must not reduce the value of the tract.

e. Storage or disposal of any toxic, hazardous or deleterious substances must comply with



applicable local, state, and federal laws and regulations.
The use of the property must comply with state, federal and local laws.

The Lessee will be solely responsible for all costs to be incurred in the design, development,
construction, operation and maintenance of all improvements upon the tract consistent with MCA
77-1-906 (1). The State will not be held liable for any costs incurred by the Lessee or any
Proposer in the preparation of any proposal, negotiation for lease, or procurement of financing for
any portion of the Lease Proposal or lease.

The parcel offered is to be located as generally proposed in Attachment A and accessed via
Highway 93 and as otherwise approved by the Department.

If site development results in excess native materials (topsoil, fill dirt, boulders, etc.), DNRC may
within the terms of the lease agreement: 1) reserve those materials and require transport of
materials to a designated stockpile area on nearby Trust lands; 2) establish a market price and sell
the material to the developer/contractor for use elsewhere, or: 3) require developer to remove the
material for off-site disposal.

The Lessee will be responsible for the payment of all taxes, assessments, levies, fees, or other
charges assessed upon any property owned by the Lessee or on the leasehold interest.

Any proposal not meeting these limitations or other criteria set out in this offering will be rejected
at the discretion of DNRC and the Land Board per MCA 77-1-904 (2) and (3).

DNRC reserves the right to waive technical defects in this RFP.

. Upon expiration or cancellation of the lease, consistent to MCA 77-1-906 (2), the title to all
permanent improvements and fixtures located on the leased property and used in the operation
and maintenance of the enterprise vests in the State. The lease must describe in detail the manner
and subject matter of the transfer to the state. The DNRC also reserves the right to require the
Lessee to remove and or reclaim all authorized improvements constructed on the parcel during
the term of this lease, at the expense of the Lessee.

Per MCA 77-1-907 (1), prior to executing a commercial lease, the Land Board may require the
posting of bonds, sureties, guarantees, or a letter of credit sufficient to ensure that the commercial
purposes will be conducted as proposed with no harm to the financial interests of the
beneficiaries. All commercial leases of which the commercial purpose includes the use of a
hazardous substance as defined in MCA 75-10-602 must be bonded to ensure a degree of cleanup
of the hazardous substance that ensures protection of public health, safety, and welfare and of the
environment in a manner that protects the long-term financial interest of the beneficiaries.

DNRC reserves the right to request additional information and data from the Proposer to ascertain
Proposer’s capabilities and desire to develop the property.

DNRC further reserves the right to reject, at any time before a lease is executed, any application,
proposal, or bid determined by DNRC to be contrary to the best interests of the State.

Per MCA 77-1-911:
(1) The lessee of a commercial lease on state trust land shall furnish to the department:
(a) officially certified descriptions of all state trust land included within the boundaries of a



city or county improvement district that is the subject of the commercial lease; and

(b) a description and listing of the amount of assessments and charges of every character made
against the leasehold interest of the lessee and the leasehold interest of the state, as soon as the
assessments or charges are levied.

(2) A promise by the lessee to make timely payment of all assessment charges and an
acknowledgment of the assessment must be inserted in any lease for state trust land.

(3) If assessments have been levied against any state trust land prior to commercial lease, the
board shall require that all unpaid installments on assessments be paid to the improvement district
before executing a lease.

(4) If an installment on an assessment or charge against the leasehold interest of the lessee of
land subject to a commercial lease is not paid when due, the nonpayment constitutes a breach of
the lease.

CHAPTER 3 - DETAILS AND INSTRUCTIONS

3.1 Submission of Lease Proposals

To be eligible for consideration, Proposers must submit or deliver three copies of their Lease Proposal, as
detailed below in the application requirements, to the Project Manager designated in Chapter 1.4.

DNRC will maintain an official record of Proposers’ names and addresses.

3.2 Deadline for Receipt of Lease Proposal

Proposals must be mailed or delivered so that they are physically received by the DNRC by the
close of business at 5:00 p.m. on June 2, 2014 to be eligible for consideration. Failure to meet the
deadline will result in disqualification of the proposal without review.

The Lease Proposal copies should be mailed or delivered in a sealed envelope to the address listed in
Chapter 1.4. A label must be attached to the outside top left corner beneath the bidder's return address,
stating that the contents are: “Response to RFP — Lower Stillwater Lake - Do Not Open until 5:00 p.m.,
June 2, 2014.”

DNRC assumes no liability for incorrect addresses or failed delivery of Lease Proposal packages by
public or private carriers.

3.3 Costs of Preparing Lease Proposal

It is the responsibility of the successful Proposer to obtain private financing for all costs associated with
the design, construction and operation of your proposal. The Proposer assumes the risk of loss in the
submission of any proposal or its operation. DNRC is not liable for any costs or consequential damages
incurred by Proposers in proposal preparation, negotiations, or any other costs that may result from
activities in connection with this Lease Proposal.

3.4 Modification or Clarification of the Lease Proposal

All recipients of this RFP should review its contents for defects and questionable matter. A recipient may
make a written request for clarification of the RFP. Requests should be submitted in an envelope marked
“Questions Related to the RFP” and to the attention of the Project Manager no later than May 5, 2014
to ensure sufficient time for adjustments. At its option, DNRC will issue addenda to modify or clarify the



RFP by May 12, 2014. DNRC will distribute addenda in writing to all parties who have requested the
same of the Project Manager on or before May 12, 2014. Protests based upon omissions, error, or the
contents of the RFP will be disallowed if the procedures outlined in this paragraph are not followed. No
interpretation made to any Proposer as to the meaning of the RFP shall be binding on DNRC unless
repeated in writing and distributed as an attachment by DNRC.

35 Confidentiality of Proposals

All proposals and material submitted become the property of DNRC, but may be returned to the Proposer
upon request at the discretion of DNRC. Materials identified as trade secret information in the proposals
shall remain confidential upon request from the Proposer. Such request for confidentiality must be in
writing and specify the trade secret information to be withheld and the reason for the request. Trade
secret requests will be reviewed for applicability and approval by DNRC’s legal counsel. All information
deemed not to be trade secrets and other information contained in proposals become public information at
bid opening.

3.6 Lease Format and Term

A copy of the standard DNRC lease agreement is included in Attachment E. Pursuant to Section 77-6-
109, MCA, and Section 77-6-205, MCA, and subject to Section 77-1-904, MCA, DNRC may issue a
lease to the successful Proposer for a term of no less than 15 years and up to 99 years, however, it is
expected the lease term will be an initial term followed by renewal terms, not to exceed 99 years in total.
The lease will contain the entire agreement between the parties, and the lease proposal shall not be
deemed to be a part of the agreement between the parties unless so designated in the lease.

3.7 Insurance and Indemnification

The selected Lessee will be required to obtain general liability insurance that lists the Lessee and the State
as co-insured for all its activities upon the tract. DNRC reserves the right to stipulate coverage based
upon the nature of the Lease Proposal. The Lessee will be required to indemnify the State of Montana for
all damages it incurs due to any actions of the Lessee.

The successful Lessee will be required to obtain property insurance in an amount sufficient to repair or
replace improvements to the parcel. Such certificates of insurance will be held by a Trustee of Insurance

to guarantee that the proceeds of such policies are allocated for their intended purposes.

3.8 Special Lease Conditions

DNRC reserves the right to impose special lease conditions and modify the standard terms recited in the
lease agreement as deemed necessary to implement the selected proposal, and to protect the interests of
Trust beneficiaries.

3.9 Right of Rejection

DNRC reserves the right to reject any or all proposals at any time before the lease is executed.

3.10 Evaluation Committee

All proposals received will be reviewed and evaluated by a committee appointed by DNRC. The public
may view the committee’s deliberations and evaluation of proposals, but may not participate directly in
such deliberations.



3.11 Responsiveness

Failure to follow the format outlined in Chapter 4 may result in a lower score and could result in
disqualification of the proposal.

3.12 Proposer Oral Presentation

Proposers selected for final evaluation may be required to make an oral presentation of their proposal.
Such presentations provide an opportunity for the Proposer to clarify their proposal to ensure mutual
understanding. If such presentations are necessary, they will be held at DNRC Stillwater Unit Office in
Olney, Montana, at times and dates to be announced.

CHAPTER 4 - LEASE PROPOSAL FORMAT
Any request for information by DNRC to the Proposer is solely for the purpose of selecting a proposal
and understanding its terms. Such a request shall not be considered to constitute a binding agreement or
commitment by DNRC in any manner. Criteria for ranking and selecting a proposal and evaluator forms

are presented in this Section and as Attachment C and Attachment D.

4.1 Transmittal Letter, Application Fee, Bid Bond

1. Each application shall include:

A letter of transmittal which:

a.  Lists the complete name and address of the Proposer(s).

b.  Lists the name, address, business telephone number, and electronic mail address of an
authorized representative who can be contacted by DNRC concerning the proposal.

c.  Includes the notarized signature of the individual authorized to bind the Proposer. If the
Proposer is a corporation, the application must include a copy of the corporate resolution
authorizing the officer or agent to bind the corporation. Applications signed by an attorney-
in-fact must include a copy of their Power of Attorney to bind the principal. If the Proposer
is a governmental agency, the signature must be that of a person (or persons) legally
authorized to execute documents on behalf of the governing body. Proof of authority to bind
the governing body shall be included.

2. A non-refundable $50.00 lease application fee. The transmittal letter will be considered the
Proposer’s application for lease.

3. A bid bond of 10 percent of the proposed annual lease. If the successful Proposer fails to enter into
a lease with DNRC, then the Proposer will forfeit the bid bond to DNRC.

4.2 Summary of Proposal

The Proposer should provide the following information as a summary of the proposal:

Description of proposed use, including lot size and configuration desired.

Demand within the community for the proposed project.

Benefit to the community from the proposed project.

Compeatibility of proposed project with surrounding uses.

Acknowledgement of responsibility for payment of all costs associated with the developing of the

N



property.
4.3 Statement of Qualifications, Training, Experience, and Education

Each Proposer shall list and describe the general partner, managing entity, or principal employees who
will directly oversee the development, operation and maintenance of the proposed project. The
application shall include a statement of qualifications for each such individual involved in the operation
and maintenance of the proposed project. Each statement of qualifications must discuss the person's
training, experience, or education that relates to the proposed project. When the Proposer suggests that
separate legal entities will possess combined management, fiscal, or legal responsibilities, the application
shall describe the legal relationship between the entities. Provide names and addresses of references.

Where the Proposer and their affiliates have prior experience in a project similar to that proposed in its
proposal, the Proposer should describe the prior project, its present status, and the profitability of the prior
project. The Proposer may list the names, addresses, and telephone numbers of references that have
knowledge of the prior project and the Proposer's involvement in the prior project.

4.4 Financial Ability, Operating Income, Cash Flow Analysis

Per MCA 77-1-907 (1) Before accepting any offer for a commercial lease, the board shall establish, to its
satisfaction, the financial capability of the person seeking the commercial lease and the legal authority of
the person to conduct business in the state. The proposal shall include the Proposer's credit report current
accounting balance sheet; and an income statement which accurately and fully discloses the Proposer's
current assets, long and short-term indebtedness, equity, commitments for financing, cash flow, and other
relevant facts by which DNRC may fully evaluate the Proposer's financial ability to construct, operate,
and maintain its proposed project. Past bankruptcy or loan defaults must also be disclosed. The Proposer
may include letters of reference or commitments for financing that it has received from financial
institutions. DNRC reserves the right to perform credit checks of all Proposers or request further
information.

Include a summary of projected income, costs, and earnings for the first five years of the operation of the
proposed project, along with a discussion of the economic assumptions upon which the projections are
based. Any information the Proposer wishes not be disclosed must be clearly identified as
confidential.

4.5 Site Plan, Construction, and Operation

All proposed buildings, infrastructure, landscaping and other improvements to the property must conform
to the terms and conditions of the ground lease. Proposals must be planned with adequate access and
drainage. The successful Proposer will be asked to provide copies of all applicable permits required by
other agencies prior to beginning any construction.

The Proposer should include conceptual plans of the following.

A. The portion of the site desired for lease.
B. The activities to be conducted, with a site plan to include the following:
e Proposed uses, location, and scale;
e Typical rendering or elevation of buildings including building materials & color;
e Location of roads and sidewalks;
e Landscape and lighting plan;



e Phasing plan, if any; and
e Open space and landscaping features.

C. The number, type, location, and estimated cost of proposed improvements to the site. Per MCA
77-1-911 as provided in Section 2.1 above, proposals shall include detailed information regarding
any improvement district or assessments that the property will become subject to as a result of the
development proposed.

D. The anticipated schedule and plan for construction of the improvements on the State tract.

Proposer should be aware that additional development standards may be required over and above local
standards, for example lighting standards, signage standards, landscaping standards, building architecture,
parking, and others, depending on design and site planning. DNRC retains site plan review and approval
authority.

4.6 Compensation Paid to State (Lease Rental)

The lease fee will be calculated per Section 77-1-905(2), MCA, which provides, in part, that: The annual
rent may not be less than the product of the appraised value of the land multiplied by a rate that is 2
percentage points per year less than the rate of return of the unified investment program administered by
the board of investments pursuant to 17-6-201. Regular adjustments to the annual lease payment will be
necessary to account for changing land valuations and inflationary factors.

The Proposer should detail the planned compensation to DNRC for lease of the site based on:
e the minimum base fee and annual rental for the first year will be $25,000
o The lease rate to be applied to the parcel value;
*  The minimum lease rate for this proposal is 5%.
» The appraised value $500,000.00
payment period (annual, semi-annual, quarterly, monthly);
desired lease term (minimum acceptable lease term is 15 years); with renewal options
annual rental escalator (minimum 2%)
reappraisal periods to true-up to the minimum rental rate, and,
other relevant factors.

An example fee schedule, based on the minimum base rent along with the compounded 2% escalator up
to a 15 year reappraisal to true-up a minimum rental rate, is presented as an exhibit to the Sample Lease
Document in Attachment E.

The bid proposal will be based upon a proposed site design of approximately 7.3 acres. The lease
agreement will be executed based on the proposed site design. The Lease Agreement will allow for and
anticipate minor adjustment to the leased land area and resulting lease fee calculation as necessary.
DNRC will survey tract for final lease configuration.

Per MCA 77-1-905 (1) The first year's annual rental payment for state trust land leased for commercial
purposes must be paid by cashier's check, and payment is due upon execution of the lease.

DNRC reserves the right to reject any and all bids if the proposed rental is not in the best interest of the
State and trust beneficiaries, and the right to negotiate the final lease rental rate with the Proposer selected
for the site.



4.7 Compatibility With Lease Terms

Proposer shall acknowledge that they have read and accept the lease terms in the Sample Lease
Agreement provided as Attachment E in this RFP or, they shall specify any required or desired changes to
the lease terms and include an explanation for the purpose of the change. DNRC reserves the right to
request additional information and data from the Proposer to ascertain the proposal’s compatibility with
the terms of the Sample Lease Agreement.

4.8 Conflict of Interest

Pursuant to Section 77-1-113, MCA, it is unlawful for members of the State Board of Land
Commissioners and officers and employees of the Montana Department of Natural Resources and
Conservation to purchase or lease, directly or indirectly, any lands of the State. Proposers shall disclose
whether such a member, officer or employee:

Has assisted the Proposer as counsel, consultant, representative, or agent at any time; or
Has a financial interest in the Lease Proposal; or,

Has solicited or accepted employment with the Proposer; or,

Has engaged in any financial transaction for private purposes with the Proposer.

el .

Failure to disclose any of the above-described facts where they have occurred shall result in cancellation
of the lease if awarded to the Proposer.



ATTACHMENT C

Evaluation Criteria

EVALUATION SUMMARY

Name of Proposal:

Proposal Submitted By:

4.1
4.2
43
4.4
4.5
4.6
4.7
4.8

Conclusion:

Evaluated by: (print)

Signed:

Transmittal Letter Complete
Summary of Proposal

Qualifications

Financial Ability

Site Plan, Construction, & Operation
Compensation Paid to State
Compatibility with Lease Terms
Conflict of Interest

Total

Max. Points

Awarded Points

Y/N
200
400
500
200
700
200
Y/N

2,200

Proposal is acceptable for Lease Agreement

Comments:

Proposal is unacceptable for Lease Agreement

Comments:

Date:




ATTACHMENT D
Evaluator Initials

SPECIAL LEASE PROPOSAL EVALUATION CRITERIA

Name of Proposal:

Proposal Submitted By:

4.1 Transmittal Letter Complete Incomplete

Name and address of applicant

Notarized Signature

Application Fee
4.2 Summary of Proposal Max. Points Awarded Points
Community Need & Benefit 50

Compatibility with Surrounding Uses 50
Lease Term (15 year minimum (50 pts.) 50

1 addition point/year for renewal term 50

Subtotal 200 ( )

4.3 Qualifications, Experience Max. Points Awarded Points
Statement of Qualifications 200
Prior Experience 200

Subtotal 400 ( )



Evaluator Initials

4.4

4.5

4.6

4.7

Financial Ability, Cash Flow

Financial Statement/References
Creditor Financial Commitment
Analysis of Property Operating Data
Cash Flow Analysis

Subtotal

Site Plan, Constr., & Operation

Site Plan

Proposed Construction &
Operation Schedule

Value/Quality of Improvements

Subtotal

Compensation Paid to State

Bid Lease Rate
(Highest bid = 500 points,
Others = % of high bid x 500)

Reappraisal Frequency
Annual Escalator
Commencement of Annual Escalator
Payment Period

- Monthly =0

- Quarterly=25

- Semi-annual=50

- Annual =100

Subtotal

Compatibility with Lease Terms

Acceptance of lease terms
- With major modification=0

- With minor modification=100

- Without modification=200

Max. Points

100
100
150
150

500

Max. Points

200

Max. Points

400

100
50
50

700

200

Awarded Points

Awarded Points

)

Awarded Points



